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li 27 2006 


it. 16-31/2004-TTt^.- 3Tfirf^R, 1997 £TRT 

11 '?>t (l) 3F> ^*3 (it) ^ % (i) -$ 3eT8T TTfecT qm 36 it 3Rpfa JRrT 

P?T yih cf>y<) HR<?l4 ^'hqK fSrPjA)|H4) PT^^JT (£j^), VRtt l n 
piIS^w, srsTcTT (eftnr cct 3pq Pcftgt m 
2002 w sfepfer unit an^i/srtSi^xRT i> annfa Pinfcifeici 

epflcTT f: 


i. ^<r -m, f^RTN mj vm--- 

(i) ^ctch^uT tr yuilofl (#8TT faPmq 

2006 (2006 4)" uTP^TT | 

(ii) ^ ^ WT?PT 3$t cTTfto ^ f^TT I 

(i) 
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2. #STT TjajcR^ny fMf^T JMTcft ftPm, 2004 k I cf> 3TcTffcT ftf^FT 
1 4 73^ (2) cfSTT TTRf ^IckHRiid fcfWRg k W1 tR PlHfaRskl cpt M fow l fid 
toT tjmrn: 

"( 2 ) mg ftfimn £i mim im mmt m mj wtm, mt fin f O^ jmtm 

mpfecmf i i fait jm 7 jt sjfzffi i gf: 

(!) £Hm 3cf)it>)i im 

(!i) wgh 7 mi ji kt im 

(in) mmm^tm wit jft ¥t im 
ltv) ic^ot't £tmgm ief)<t’) r i im 

(v) H mm m?h gf£m im (friz) 

fyi) if£mt ifUr im 

(vii) <7 firm mk/gd ££mt gw im 

(via) mkm £krgm mim m^fUrnm im atfc 

(ix) g'dr-te im 

afhj foRrc>i fcRJef forr cpf k 3^ wit wtrcf crarr cbiTfrdm! k\ foaft 
TTarr WcTT^ ^ 3>eT Mwfld 3RPS W? ^JT ^JTTT W I" 

3. cfer ^s>}WRT T? R4lfod| PWofr foPlilR 2004 k ^5 II k SIRTrfa ftpRR 
4 4 <a u 'S (2) £> W=T ^R PlHfoiRad cpt InfowiRia Rbdi 'jIi^'ii: 

“( 2 ) (m) £i im mrnmi im w mg kfimm mj wmr £ i vktmi jmi wid 
imf i mm m kRw 4 (i) i efcdfi t m ftti £mw rniit 

(w) £i im umm mt kmm mg kkmn mj gtm £ 3tk mt fimfikm 

i i xm m rw £ sfim im£ umm mmi £ w£ mktm jwt mi mfkfifa 
mm ctwf i mm m f£££ it £mr? mrnft gift. 
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(l) Zcftwfr &IT; 

(li) W%fk? W$t 

(ui) mwgto tef%ft&ftei- 3 ifc 

(iv) WtUT^W gcffaffo tel 

^TR^ Rift OTR ^fwrfecT Rftisff if ^r ftRft R^JT ^HefST ^ feR 
#TT ireraT te RTf^RT uTT^f ft«IT?^r<?ff^Rf<J>Hcft Stc# Ff eft 
RJRT RIFT ft fen? Ff^f^cT RTFTcT ft# FR 3TmT% f^fft frftft ffajR ^ ftt 

«n?r 

4. ft®T TjaiWRR ftRm, 2004 TR Rlftf^l M u llofl ft RS'JF n ft ftcPfcT faP l -HH 
5 ft 2 ft RCTH HR RlHfftRsIcl ft! fffciwftcT fftRJT vSTflT: 

"(2) mr ter mrnnff mf oft fifow 4 ft ram (2) ft mmm (w) ft 
mrnrwf ft 3 Fjm? vtefte mm teaf ft mm m fate fam mte #' mg 
arte %te te arftema mf ter te vff mate ft raw arw ft tear yRqfcfa 
mm teaf w muter fate tit amp muff wMfr 

5. fftw if snifter RPTeff ftt #e RpRft ft ton? ^ fftRm ft rtw 

WRsOTcHiH sTFR RTeFT fftRTT nRJT tl 


V% %WFf, W3 WR (Tt^it ^nf^Tq) 
[fWR m/TV/ 142 / 200 S/ 3 RTr.] 
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1. cftlT gairntmu Icrf^RPT, 2004 UU f44f4u mUToft 44 UPfr 4m gmcTISTf UU mg 
44 mf ukp f4Pmu (i) 4 4f4f4e 9 gu4mu kmrnf 4 4 fautfr 4 4m mr glm 
mu ut ti ?u 4m muma# mm m4m mf gu4 mum 4rgfmu 4 auerr? tr? 

gumt>'i u l R4lcT mt ajk m4m gUU cp4 oUUcT o)oi4H 4 3TUTTC UU 4mu 

m?UT 34rtStcr tl 

faPlUH <J?T ctT\ FtUT 

2 . fh mf sftem 4m umm gumr: 4r4 ueamiFm? w m4 3ntrm44m, 

4gu3nu4tgu 4444, 444 4f4tu amkcR, snl^muu mt 4mr gummm 444 mm 
mur4 4 mumm 4t 1 1 m4imuu mm uu m4 4m wrnmarf mt mmu must 4tf4u 
un4 f4m mu frr4f4 4?ir garurnuu 444 mum m uujct u4 f4m 4k im umrc 
44rau 4 aumumcukt uu mmu u 4 f4m 11 4m umcusff 44 4 

mmu mu3u 4f4ur 4 3m4 fk%?r urn? 4 Uo4m f4m t f4 4uu3Trc4Um 
44rte4 mT mfartm? mu t imfku 4m gsrurnuu ftfUuu, 4uu3rK4lcm usM uu 
gm 4?r 11 ?u4 araTm, arfamm 4gu3tR4tgu kukmu. u4u3r4tu arukmu f 4r 
gmu umum gtm mm4 t 4k ?uumK ?u4 4kf mr 4mr gsmmmu mum mt4 
um44 mitmu f4m m4 mum ti gu4 4tu atfstmfm 4%4 44ru kukkt 4 mu4 
m?44 4r ur4uu mu f4? ti 344mm 4t4 anfgut4 4 4 4?m gsrwum P44 
4m? mkt 4 3 tu 4 a?uru4m mrnr 4t |[ mfemuu mm mium mnkt utfeur 4 
f44m mgu4 4t muk smug^m mm 4r uf 4k mf^tmmr mr uu t f4 4i4 
mforimu m4 4m mrnmart m Am guwmi gm rngkru 4m t sfk u? 
f4f4wr f4m um t f4 4mT gsmmmr 4mi muf44t m? c^rg f4m rnmuT 
f4ru4t f4?4 ftm m4 4 mu 4 mu 25 mum mrq mt mlmtm? ft i 




(MFTIII—•7sT*g-4] 




5 


3. stMrr ^ ^ % Mr garwm MMn m gm nMraf 

MMt rrMnraff M 1 % a 5 m 'HRM. g^r MM anM g>t Mr mm mm 

M ^Mfr fi g?MR mMr Mimr fMr mr t. mi-nd: f^ itcr M 

SlfrlWrfrHm 3 RRR if kfM Mf H>f MM if nff MM t. 3 RT: Mt ^RRR M 

mrararf, fMmr FiarpR 25 MM mg armr fM mr t, mr km gsj<w>m f^qt€ 

mf M? nM aft? nTR Mf k M WpfiT mFTT W| 

4 . km gsrwm Mi m sri gm £M MM k Mg km-MMr 

eRTcr arMi glm mmT siti njfk 25 MM arerar fM mr k FiartR mk 
arMM km PKRTraif srt kgganMRi fc^M, kMr kM anM kkt km glm 
nM m ?tr t ait? MRrkf £M if ufSfcM t. rtM mmr km gmmm Mki 
arkM M ti Fm* ararm, rnn sMr arkt aim 3 -hhmcI: kmk mr rnn 
FkMr ararm 4 RdicH kfnm 1 1 ?*t nmR kt kkMf k mm aiMt 

iM MM k Mg ngn wW n#f FT M ti 

5. km garmRR Mm mg^ mkf k Mg ^ kt Mr MfMr mkt gg 
siSwi k MMr MM r Mr Mmn utMrr k f^t mm r kt mi Mu 
M M Mere frt arMjfM mm km kktkre Mkf k kt, MM mf k ^jmn 
10 mk? nr Fmk rnn FkarM mkf m mMf k Mg Mkf kf Rig mkf k 
w ^ Fkt m>R mr gram Mm mr ti mm 100 Mf mg kt urn MM 
Mffkr mkf k iM k# Mrarf if m mfM M? mk gma aiMM mf ^ 
Mifi mm 10 nM mg m MMr n> nMimmig MnatRiM Mt M 
wi nRpf mk afnMf arsinT ami nMMnf M gmr if 1# mMe MMkt 
mer gm?r affnMf R ’ff fctMm rrnMraT Mff i am: utMrr n> M^r if Mr 
unraT ^ Mg Mr garmRR MMm ^ Mi ^ 25 Mfs mg is ^feftR n 5 t 
?ftMn nff ^ Mcr 1 1 

9Z^^x/<p4~2 



THE GAZETTE OF INDIA: EXTRAORDINARY 


[Part III—Se< 41 


6 . RP|iW ^ SFTptRTT tr pRTR TRt p 5Utom t TPft 

tftt TrraT3ff xg tP fWi *r tt P^tr Pfiti mPraRtr P -Pe Pfit Pi 

«rp tt T35R 3fpq^ OTiefr t 3iP i^ttt 3w?r tReitcr sRr/RTpfe q wP 

tt^TTP *R ’EF353TT pFJT f3TT t1 # 3TTtp5T 3FlP FTPfe tcTRT 3lk sfawif cfiT RPT 

Pt PsrfrT 4 tl 3RT: OTPFRRT t RTp TJcfiR tcfPiR sfr PeP <P tRsTT 
'JSTW^T P TRp 4 T tt 3iT PpTEFT PFJT 11 

TPPcfa pittct <4<ar<M P sttettc r? 4^i<i>h tjsjw^t PP^ ^rP P 

TP i 

7. c^lPH 'JSRRRR PPRFT P 3T^TR 5Rpfi <|Tp <P TPPcfa RRRT pgT 
xjaTORR ftqp ffaR ^ viTpfr Flcft t 3jk ^ StTpRRR P TTO ^FR 3RTT PcIT 
11 PPm P 4OTl*|iH P fcR PtT ip 2004-05 ^TRT «TT I 3Rf: efgcf P pcTT 
^T(TT3ff P foRT Rj?FRR P TPTST mRc||cH RFTcT Pm TJKTcRR 0 ! PPt W^cT 3RTT 
3TFRW SR I ^TgcT P Pm RTTcTT PpFfR STlfiRTpTRT, tpRSIRpiRT PPP^P P 
ltPPcH cTRcT P 3TFTR T? PPP cpTR 3Rp P 3T5RraT 7?#? Pt 3fP <JiFT Pi pPt 
PPt cPtr trtt sftt PFPeP tr fr tl tePte tiPrt tPiijFR Pet P Pr tPPP?t 
RFTcT pTJT TjarcRTRr fppp pTfR cfRp p anfRlP Pt W PP cfTT arjpET Pfit | 

8. icPPm pcfe? it ypjtfppfa trrtt PP cMcT ^ereRTT rtfitfi «ncr tl 
TpPt-TfiPt TJflP 3Tpitr T? OTTlPcT PcfTSTT cfft RFI7T P pP PPTRT V!m FtP | # 

Pi cpJTFT ctFRT P 3TTETR ^ tl PPpR tcft^TR gRT 

TPrftcT/sRFfFT RFTcff T7 3TWTPcT 7JFR, tM snft ctFIcf R1FIF7I 

11 HiPtRR t ^cflTRH ^cfT3ff c^f cTFTcT A TPrftcT cTFTcT ^ RfRT ^ HJFT 4 
R3t fT PTIT TjemRR PPrrt SRRIT tl sl^ld, ipf t ^|cf ^ Spff 4 
ppRqerf if mRucMcIT 3TTt t 3fR mfEpRR ^ ^ ^fr ^c[T3ff ^ Pr tPqi <m 
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^ f^ir ti Fcfam 3 ajk anftftw^ cwt 

cgtf tf^f cf5T RPlAIH TFT tl am TTTf§ra5?WT <JF fttTR t t% 
*rfasj if ^gcT # ^TT3ff 3> feP? qRc|Rfd HFRT oftlf FT ftxJTT <FT^ F?t 

^idyiicbd! ^ fT^i am: tttIeifri’t ^ m faPr??R % TjFffrr tifictt, 
ajtr 3ii^cH^3fr £ araM amtf <jrt qfMfa cTfrt cfeaf cpt tnir ftt^T fr 

T3fF #ff | FgTFIH, Tjf^ 3TT<RiJ4)cf[ F# eft Ulf5)4>^l 3RT T^FT FFTeTTaff FT qRqRfcl 
oTTFeT ^TITFH F>T FF)'«Jcfl ^ TFftfflT FR TTF5FT t| 

TELECOM REGULATORY AUTHORnY OF INDIA 
NOTIFICATION 

New Delhi, the 27th March, 2006 

No. 16 - 31 / 2004 -FA.— In exercise of the powers conferred upon it under 
Section 36 read with para (i) of clause (b), sub-section (1) of Section 11 of 
the Telecom Regulatory Authority of India Act, 1997, the Telecom 
Regulatory Authority of India, Service Providers (Maintenance of Books of 
Accounts and Other Documents) Rules, 2002 and the order/notification 
issued thereunder, the Telecom Regulatory Authority of India hereby 
makes the following Regulation namely: 

1. Short title, extent and commencement: - 

(i) . This Regulation shall be called “The Reporting System on 

Accounting Separation (Forth Amendment) Regulation, 2006 (4 
of 2006)*. 

(ii) The Regulation shall come into force on the date of its 
publication in the Official Gazette. 

2, In regulation 1 under Section I of the Reporting System on 
Accounting Separation Regulation, 2004, for clause (2) and 
contents thereof, the following shall be substituted, namely: 


“(2) This Regulation shall apply to every service provider, which is 
engaged in any one or more of the following telecommunication 
activities, namely: - 

(i) Basic Telephone Service; 

(ii) National Long Distance Service; 

(iii) International Long Distance Service; 
fiv) Cellular Mobile Telephone Service; 

(v) Very Small Aperture Terminal Service (VSAT); 

(in) Radio Paging Service; 

(mi) Public Mobile Radio Trunk Service; 

(viii) Global Mobile Personal Communication Service; and 
j fix) Internet Service^ 
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and having an aggregate turnover of Rupees twenty five crore or 
more, made from the sate or supply of all its products or activities 
during the preceding financial year” 

3. In regulation 4 under Section II of the Reporting System on 
Accounting Separation Regulation, 2004, for clause (2) the 
following shall be substituted, namely: 

“(2) (a) The service providers to whom this Regulation applies shall 
every year prepare Reports mentioned in Regulation 4 (1) on the 
basis of historical cost accounting. 

(b) The service proidders to whom this Regulation applies shall also 
prepare reports every second year on the basis of replacement cost 
accounting if they are providing any one or more of the following 
services, namely 

(i) Basic Telephone Sendee; 

(ii) National Long Distance Service; 

(Hi) International Long Distance Service; and 

(iv) Cellular Mobile Telephone Service. 

Provided that if less than three years have elapsed since issue of the 
license to a service provider to provide a particular service from 
amongst the sendees mentioned above, the financial reports based 
on replacement cost accounting may not be prepared for that 
sendee. ” 


4. In regulation 5 under Section II of the Reporting System on 
Accounting Separation Regulation, 2004, for clause (2), the 
following shall be substituted, namely: 

“(2) The sendee providers who are required to prepare reports on the 
basis of replacement cost accounting in accordance with the 
provisions of sub-clause (b) of clause (2) of regulation 4 shall also 
submit reports based on the replacement cost accounting every 
second year within six months of the end of the accounting year to 
the Authority. ” 

5. This Regulation contains an explanatory memorandum to provide 
clarity to matters covered under the Regulation. 


IN DU LTBERHAN, Principal Advisor (FA & I FA) 
(ADVT. ni/J V/l 42/21K )5/F\l\ | 
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Explanatory Memorandum 

1. The Reporting System on Accounting Separation Regulations, 2004 
is applicable to all service providers providing any of the nine specified 
telecom services in the existing regulation (1). Every year these service 
providers are required to prepare accounting separation reports on the 
basis historical cost accounting and every second year on the basis of 
replacement cost accounting. 


Applicability of the Regulation 

2. This year many service providers, mainly ISPs with a small 
subscriber base, PMRTS operators, Radio Paging Operators failed to file 
accounting separation reports with the Authority. The Authority had 
issued show cause notices to all service providers who failed to submit 
accounting separation reports in time and therefore comply with the 
requirements of the regulation. The service providers like PMRTS have 
written in their replies to the show cause notice that PMRTS operators 
have small turnovers and therefore Accounting Separation Regulation is 
a burden on the PMRTS industry. Moreover most PMRTS operators are 
standalone operators providing single products and therefore accounting 
separation of their accounts may not serve any useful purpose. On the 
other hand most Radio Paging Operators have surrendered license. Many 
small ISPs have also written about their inability to prepare accounting 
separation reports. The Authority has very carefully examined various 
responses to the show cause notices and is of the view that accounting 
separation may be causing undue burden on service providers having 
small turnovers and decided that the accounting separation shall be 
applicable to only those companies which had a turnover of a minimum 
of Rs 25 crores for the preceding financial year. 

3. The Authority also recalled that the main objectives of the 
Accounting Separation Regulation was to examine and check anti¬ 
competitive practices like cross subsidy, predatory pricing etc. Telecom 
companies having low turnovers are generally not in a position to 
practice such anti competitive behaviour and therefore found it fit to 
exempt all telecom service providers having turnover of Rs 25 crores or 
below from preparing and filing accounting separation reports. 

4. The other main objective of the Accounting separation reports was 
to provide audited cost figures for tariff setting. Since, most service 
providers with turnover of Rs 25 crores or below are providing service 
like PMRTS, Internet, Radio paging etc and for which tariffs are forborne, 
their accounting separation reports may not be required. Moreover low 
turnover generally represents under utilization of network or smaller 

U atjc^-2 
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nature of the operation itself. The cost figures for such companies may 
not be veiy useful for tariff setting 

5. While deciding limits for exemption on applicability of the 
accounting separation regulation, Authority considered various options. 
The Authority also took note that the Cost Accounting Telecom Rules 
notified by the Ministry of Finance has a similar provisions on 
applicability of the Rules for only those companies having a minimum 
turnover of Rs 10 crores or less for the previous year. Fixation of a 
higher ceiling of around Rs 100 crores would have exempted many 
standalone operators having significant market shares in sendees like 
VSAT. A lower ceiling of around Rs 10 crores may have resulted in 
applicability of the regulation on operators providing standalone sen-ice 
like PMRTS or on standalone operators having insignificant market share 
when compared to its competitors. The Authority therefore found that a 
ceiling of Rs 25 crores turnover is appropriate for exempting sen-ice 
providers from the applicability of the Accounting Separation Regulation. 


6. The Authority while considering applicability of the Accounting 
Separation Regulation also considered other option of exempting all 
standalone sen-ice providers, providing single service. The Authority 
noted that many standalone operators are dominant and have captured 
major market share in areas or markets in which they are operating. 
Such operators are in a position to take advantage of their market 
leadership and scuttle competition. The Authority has therefore decided 
against exempting all standalone telecom operators from accounting 
separation. 

Exemption from filing Accounting Separation reports on the basis 
of Replacement Cost Accounting. 


7. As per the Accounting Separation Regulation, every second year, 
the replacement cost accounting separation reports are to be prepared 
and filed with the Authority. The financial year, 2004-05 was the 
second year of implementation of the Regulation and therefore many 
sen-ice providers were required to file the replacement cost accounting 
separation reports with the Authority. Many service providers especially 
ISPs, PMRTS operators expressed inabilities to prepare reports on the 
basis of the replacement costs and stated that preparation of such 
reports are burden on small operators. The Internet Service Provider 
Association also requested to exempt ISPs from preparation of the 
replacement cost accounting separation reports. 
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8. In the telecom sector technological changes and declining costs are 
common. The costing of services based on historical accounts at times 
give very different results from those based on the current costs. The 
costing of interconnection usage, Ports etc based on replacement/current 
costs by various telecom regulators is common. The Authority also had 
framed Accounting Separation Regulation keeping in mind the 
importance of the replacement cost in costing of telecom services. 
However, over these years competition in many areas have matured and 
the Authority has stopped regulating tariffs for most of the services. The 
Authority is presently regulating only IUC and few tariffs like IPLC and 
DLC. The Authority, therefore, considers that replacement cost accounts 
for many services may not be needed in the near future and therefore 
decided that except Access Providers, NLDOs and ILDOs, others may be 
exempted from the requirement of preparing replacement cost reports. 
However shall the need arise, the Authority may review the applicability 
of replacement cost accounting on other service providers. 
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